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BY MAURICE LIEBENBERG AND JE&NNET'fE M. FITZWILLEAMS

. Size Distribution of Income in 1961

Averade Family Incore Yops $7,060 for New Becord—Upward Move Along Inceme Scale—
Distribution of Growp Purchasing Power

PERSDNAL incomes of families and  the total wns higher as income rose in the distribution. Of particular iu-

unatiached individoals 1otaled over
%397 billion in 1981. The gain from
1960 omounted to $134% billion, an
nerense of obout 3¥ percent, compared
with the $13 billion inerenss ragistered
in 1960 over 1958,

The Nation’s families and unatéached
individuals incrensed by over o half
million in 1961, with most of the gain
in femiliez with two or mora membears,

Average family income rose to $7,020
in 1981, & gain over 1960 of almaet
5200 per consumer unit. By year end

DISTRIBUTION OF FAMLY PRRIDONAL
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subatantinlly throwgh the fouwrth guor-
ter. When ollowanes is made for prics
inereases, avarage real ineomo of fain-
iliee and unattached individuals in-
crersod by somewhnt less than $100
Per consumer unit, or about T¥ percant
from the previcus year.

With few oxceptions, income per
conpumer unit in terms of raal pur-
chasing powsr hns incrensed stondiiy
throughout the postwer pericd. In
constant dollars, the average fnmily
parsonal income in 1961 represonted sn
increase of abont 30 peresnt over 1947,
oquivalent to o prowth rate of approx-
imately 1.8 pereent per yenr.

Upward shift in distribution of
fncome

Incronses in overnge family perzonal
income vesulted in an upward shift of
units slong the ingome scale. The
uszl effect of an Income rise s a
decrcase in the number of units at the
low lovels of income with n coneomitant
increase in the higher inceme intervols.
Table 2, which provides sizo distribu-
tions for recent years, shows o decline
from 1960 to 1961 of about 2 peresntage
pointz in the pumber of units bolow
$4,000 with o corvesponding rise in
upite nbove that income peint. In
terms of absaluts numbers, the increass
in uhits above $10,000 wme about
700,000

The effect of thesr changes can be
geon in the sccomponying chart whick
ghows the pereent of units &nd of
ipeome in each of $2.000 intervals in
1961. The largest concentraiion of
units is found in the income class §4,000
to $6,000, which contnine wpproxi-
mately 22 porcent of all consuiner nnits.
The elasses bolow nnd ebove this modal
cless show alinosi equad concentiation,
the thres classes together nccovuting
for nlmost 60 povcent of all the units

tercst is the growing percentnge in the
incoma intervals shove $10,000 whate
over 17 percent of all unite ware found
in 1961.

As compaved with the average (mean)
income of $7.020 for 1981, tha most
fraquent ineome per family {mode) was
$4660. The median, or middla ip.
come of the dietribution, i.e., the point
nhove and Lelow which one-half of
the families fall, wns $5,720.
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Rise in real tneotries

Tabls 3 provides distributions of the
roal incomes of familiee and vnattachad
mdividuals. Ineluded with data for
the last 4 years, is o distribution for the
carly postwar year 1947 as well as for
ths prewar yenrs, 1920 and 1941,
Although baged on less relisble data
soyrees, the distributions for the prawar
years sre believed to be suBiciantly
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ncocurate to permit compnrisons with
the Tl iwcome distributions of the
present. period.  All the diswibutions
in table 3 linve Lieen adjuated Jor price
change and ore in terms of 1961 dollars.

For the years shown, the percent of
units in the class below $2.000 has
showu & stendy decline ovor the entire
period. AL the sume Line, the percent

AVERAGE FAMILY INCOME HAS MOVED
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SURVEY OF CURRENT BUSINESS

of unita at high lavels has shown 4 con-
tirued inerease. Az shown in the
aeeompanying chart, the pereent of
units ghove $10,000 has approximotaly
doubled singe 1947, from 9 percent to
nppreximotely 17 perconk. Ovar the
aame period, the percent of wnnits
clozsified below 5,000 declioed by
mbout 17 percentage pointe.

Chavges in income dispersion

With the vise in family pe=zcoa]
ingome and the upwmd shift of wniis
along the ingome scale, it iz interesting
ko exmuoine the extent to which the
income distigbution kes moved toward
i greator or lessw dispersion of incomes.
For the period prior to Werld War II,
the chenges in dispersion which did
accy wers in the divection of 4 more
equal distribution.,

The chenges in income dispersion,
which hava been noted for the postwar
pariod, [ave been very smali in view
of the magnitnde of possible arrens of
egtimation. TFor the more recent pe-
riod, these changes can ba exmmined
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o teble 10. This table shows the pro-
portion of total peraonal income which
is recsived by each of aeveral scgimenta
of the distribution. For econvenience,
the sagmeniz bhave bzen made sgual
and congist of “‘quintiles,’’ or groups,
centaining 20 percent of consumer units,
Date oo the upper five percent are also
included.

With the distributions srranged in
this form, it i3 possibla t0 exmming
changes in the underlying relative dis-
tribution by nating differoncea betwsen
the percenta of total ineome received
by esch quintie in sucoesssive years.
Specifieelly, if no change in 1elative
digtribution ocemred betwezn any 2
yoars, tha percent of total incoime in
ssch segment would remnin eonstant
na matier what the movement in aver-
aga personsy ineome ower the period,
Datn for this table are available only
bhrough 1960,

The virtusl stabilicy of the relative
disgribwation in recent yasrs can be seen
by an exantnation of the fast column,

Tahle 2.—Diacrlbution of Consumer Units and Their lncome by Family Ineome Level,

1IMT sl 195561
Mungber of fumiies snd wosttoehed dlvidoeots AgErogola hmlj] meraonil Liwoioe (bllana of
Fanully porsonal (o dloam} rhalimrml
livtmr: (oalare
Intemm Loxest H
197 | KG | 18b0 | DesT | HONE | IMEE fIOQN L INGET | HMT | 1054 [ 0958 | MR | ow | 0G0 | [0 jiene )
E2) 2F| 18] n¥| LE| FE2) AR k2| D3| RT] BA| BRG] 84 B T H
Iy 122 a4 LOp10.7 | &3] snd |37 |a02| 371 |HY | 56T
I 140 | 1TA0]| 240 | 1E4) 24 )14 dd 8 |27 [ OF3 [ tH0 | 8] 620 | 04LE | 81D
Bl 28 n3) 04| GO bLE[ i | MO GLO0 M| WD) |00 TRE
BT 45| B0 51| EF| A0 k4| 03| 3| 8T (450 ] 503 | 6.0 SEA
il &80 49] 47| &3] LB A2 LI MO|JaLfELE)ARD L oRN |00 TAD
LE[ 22 28] 20 0| 34 27 220 4810|673 |04 ) 0D ) THE | BRE| 821
SLE (e R0 sLe | BT ES 1| B IR AT F.ILI M1 I Fﬂl.-i JET. 1 [N 2
Teyconk divEAIhe i
1L 15 1t H 14 13 b N | & k| 3 3 H] 2 o
o 0 [~ ] T 11 . 1] L] = H 12 I1 1L M b .}
Wl =] M| H ) 2| s3| =) wWl A 1% n 17 16 n
1 7 L] 17 B I | | o 1 He [k ) & 12
T B ] [} [1i] 11 1I 1 1 It ] 13 13 H L] IEY
540, (00=514, B0 ., . i T & ] ¢l m| 11 i 2] K M g 2 IE L)
13000 and over... 2 1 i B B 0 13 4] 11 | 1 1 m] 2 B! 3
Todoloocoo| Db | HE| P0 [ Lk | MR | TR 08| 180 ( I 00| I MO D] 00 ( J6x] 1M

1. Ineclthibeg Aln3kn apel Elnsvonl
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Table 4, ==Distbution of Consumver Unite and Their anil:r Personnl Incorne by Famdly Personal Income Levely, Selocted Years, 1944,
1944, 147, 196 nod 1955=56{
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The two lowest quintiles experiencod
slight decreasea in their share of income
received. The third, or middle quin-
tiles, which is included within the inoomae
range $46880 to $3,540 in 19360, shows
almost complete constency whilo the
upper twe quintiles enjoyed increnses
in their share of total income, The
gaivz in the higheat quintils, howevor,
appear to bo concentinted in the Jower
part of thal segmont, since the share of
the upper Gve percent of the distribu-
tion decressed slightly, It wmust be
otupliasized that decrensea in shore do
not imply decreases in nverage income
for tho particular segment ovor the
period but inorely registor diffarentjal
“effocts among peoups.  Thus, an exam-
ination of mean incames for the seg-
nents given in ths sanie bable shows
increnses Jor & quintiles over the
pericd.

A comparison of the distribution for
1960 with that for the early postwar
Year 1947 shows that the more recant
Yoar hns eomewhat smellex percentages
in both the lowest and highest quinties
with the second quintile remaining

unchanged and the next two showing
improved positions.

Dats which would permit o full
nnalysis of these changes are not
avpilable, It 13 possible, however, 0
point oub soms facims which appeor
to be relevant over the recent period,
Effect of older age groups

The reduced share of tha lowest
quintile appears to ba at least pertly
due to chnnges in the charoetaristics
of our population which havs been in
avidenco for sona yoars. When these
ehanges ara taken into nccount, the
declins in perecntage shave iz not sor-
prizing. The charnctersties of Jm-
portenea in thiz eonneotion we the
gradual aging of the population and
the growing importance of social secu-
rity benafits and other wanefor peyments
which provide the means for the esteh-
lishment ond maintenance of seporaie
hauseholds for the eldarly.

The aumber of familiss with family
heads in the older age category is con-
stantly inereasing. According to a
recent Bureau of the Consus study, the
number of such families with heads aped

865 and over increased by wnbout two
percentngo pointe over the last doecade,
Juch fumilios, according ta the same
study, elimracteristically list fewer faini-
ly members than the avernge family,

HVIDENDS MORE WIDELY MWSTRIBUTED
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manifest smaoller participation in the
Inhor foree, end ave thersfore more
dependent ¢ income sources other then
wages or enbrepreneuriel earnings,

The increased importence of retired
farailien is also puggested by sdditionnl
Cengus datn which show an increase
over the past decnde in the percant of
families listing no earners. Thus, fam-
ilies in this catogory constituted 6.4
percent of all families over the pericd
1832-58. For the peried 1967-80, the
same provp avernged 7 percent. Iiis
ta be expected $hot & group within the
population which doca not share fully
in produstive nativity would oxperience
less thon average goins in incoma.

The increasing rale of private pen-
vivns and semal seciwity poyments is
also of importance. It is not merely
thot suely meome is charpetaristioally
lese than lormer earminga buf, more
importantly, the presencs of such in-
comg pernlils saperate Tesidence awd
independent econoic life for many re-
cipients. Mnny units alee succeed in
maintaining separste ecovomic Btatus
by drawing on aeeamulated savings.
This splinteting of consumer unita in &
manngr which incresses the numbar in
the low income clagses moay refleat the
gowing independence of on imporéant
segment of the population but will have
ndverse affects on mansures of income
dispersion.

Proportion of muelticarner famifies
ineroasing

It is diffieult to point to specifie
factora opernting to inerenss the per-
centages in the fourth and filth guin-
tilea. Since there has hesn an inerense
in the numbar of professional and mano-
gerint workers in resent years, it would
appear that soma occupntional shilts
nre ionvloved. But it appears sgually
hikely that the ¢hangss are due to the
incronged perticipation of some con-
soupr unite in prodoctive aetivigy.
This & evident from Censiws surveys
made over the pnst decade which show
nn inerense in the percentape of fnmilias
tisting three or mors earners per family,
For the period 1952-56, for example,
families in this groep averaged nhout
9.1 percent of nll families, while over
the 1957-60 period the percentage wns
140.2. For the last year, 1960, the per-
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cetitage reached the high of 10.6 percent
of &It families. Ower the snine period,
declines were registered by Iamiliea
hgving anly one earner.

These changes appear to ba taking
pince despite an overall decresse in the
number of employed per conswmer umnit.
Ovar tha pasi decade, &he number of
employad porsons per consumer unit
hes deelined, bud the decline ia appar-
anitly axplyined by the prowing pro-
pertion of familiea having no earnars
already mentioned in connection with
the low income groupa.

For femilies which show inerensses in
tha numbear of earnsre, ineoms gains ran
be substantinl. Bureau of the Census
data show that median incomes for two
or more eeraer Tamilies lie well above
the medisn for the whale distribution.
It would appesr Likely, therefore, that
the inerensed Iabor foree participation
al such fymilies would inerepse the
shpre of the upper portion of tha
diatribution.

Dividends more widely distributed

The inerensed participation of some
fwimiliea in productive activity iz not
necesstily confined to the case of addi-
tional enrners. Increpsed holdinge of
income producing sssebz ean have o
similar though undonbtedly less pro-
nouneed offect. Owver tha post decads,
for  exnmpls, there has oeeurrad o
msrked inerense in the ownership of
stonk. Estimates of such ownership
hive ghown almost o doubling over the
period. There is evidence from Tnger.
nal Revenae Service dote that the total
ingomes of the new owners of such assets
also lie well sbove the average for the
entire Jiatribution.

It appenrs that a substontial brond-
ening of tha dividond base has occurred.
In 1958, 8 porcent of nil lax refurns
veported ceceipt of dividends, The

- nécompanying chart shows the percent
of dividend recipients who were clagsi-
fird helow the high incone category.
For purposes of this analysis, the upper
five percent of al! tax returns has bean
token ns the group with high incomes.
In 1959, thie cniegory of returns had
incomes in excess of $11,660. The cherk
shows nn ingreesing proportion of re-
wins with dividends classifiod in the
Jower portions of the tax return distri-
bution, In 1955, for example, approxi-
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mataly 68 pereent of retirns reporing
dividends were in income groups below
the upper five percent of the distri-
bution. In 1959, the latest year for
which [RS dats are aveilable, the com=
parable figure is 73 percent. Similar
increnses can be noted for the npumber
of inkerest vedpients slihough the dis-
iribution of income from this income
source hea alwnys bean less concen-
trated then is dividend ineome,

To the extent that such income
SOUrCes ACCIUS (O consumer units {or-
merly withount them, incresses in total
income can agein be larger than for
units without such inerements. Thesa
changes, which are apparently asso-
cinted with higher lavels of renl incoms,
suggest higher saving lavels for o grow-
ing number of units andfor changas in
types of assets held.

Changes at high income levaln

As mentioned nbove, the upper 5 par-
cent of consumer unite did not partici-
pate in the relative increase shown for
the guintile g n whole, Changesin the
pearcent of todal income received by the
very Ligh incorne group appenr to be a
continuation of the more pronounced
movenents which ocewred during the
period prior to World War II. The
Tecent changes, however, are vary slight,
and may reflect among other Inctors—
including possible shifts in the rola of
capitol goins—soina mensure of esii-
motion emror. The decresse in shwe
nppears to have besn halted, at least
ternporarily, in 19568 with the snme per-
oo of tobal income evidemt for both
that year and the year following.
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1. [ochedes Akpkn and Ml

Changes in shara for the top 5 per-
eont of consamer units are alse avident
in the Internol Kevenue Servies data
which provide tha basic source for the
OBE eatimates. Tha tax return ard
OBE distributions are not (ully com-
perable becaves not all incene i= tax-
able aod because many Tamilies fila
more than one tnx return. An exnmi-
netion of the tax retwrn diatribution is
nevertheless insbruafive.

‘When the fax raturns are divided into
squal percentage groups, similec to
tbosze shown in table 10, it is scon that
the top quintils has increased iis share
over ihe recent period. Also evident
ig the nenr stability oo slight downward
tirift in the share of the top & percent of
tax returns. DBoth of thess findings ove
conzistent with OBE distributions for
consumer walta.

Gains in fower portion of top Jifth

In order to approise the extent of
thess changes, distributions were con-
structed on the nssumptiion that the
velative distribuifon of rFefurns was
constant over the period. For this
experiment, the tax distribution for
1955, after removal of capital zains,
was tnken ne o bnze, and eynthelic dis-
tributions were construcicd for ench
subsequent yenr using o wniform per-
cenbage incrense o income thronghoub
the distribitvion. The synthetic and
actual distributions were then compared
t¢r 8ea to what extent differential income
cxperience modified the distributions.

Wihon the eompnrison was made with
tha nctual distribution for 1959, this
sxperiment resulied in fawer returns iu
the $15000-and-over category bhen
octually occurred, suggesting that rve-

turens in incamne cnsses immedintely be-.
low thet ineome point in 1955 expe-:
rienced Dhigher-than-nverpge  incomsa:
increnses over the period. .. Above the:
$26,000 incoine point, héwever, theal
experimental  disteibution Ter 210859
showad n lareer numbear of returns than
Tound in the pctual distdbuiion for thnt
Tear.

Date. e nob adequate for a foll
anaiysis of changes in the relative dis-
tribulion of income as it afects tha
top 5 pergont of consminer units. An
examination of the awvailable inlormo-
tion dees nob revon) nny conspicious
features accovnting for the small de-
cline in ifs share. The examination
suggests that the declina is probably due.
to betier-than-averape income expe-
rienca elsewhere in the distribution
Tnther than te suy importent changes
within the top income prowp jtasll,
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Technical Note

This prticls brings up te dute the estimates
of the distcibution of fomilies ood unatteched
ml;liwdunht:i{emmlly peraonal income clizses.
For a da d distussion ol sourtes and
msthode, the reader jo rofarced fo the Teoh-
pical Moke in the April 1058 Issue of the Surue
and o the supplement to the Syrvay in wrhic
the inoome sisz diskelbatfons wers Iadtinbed
entitled “Income IMstribaticn in the Unlted
Stateg, by Blze, 1944=50"" (1.5, Government
Printing OfHoe, Waaldngion 26, D.0., 1962,
Bales atock exhousied.)  Prior articles in ehi
aarias ¢pn be found in the Swrieyn for Morch
1955, June 10560, Apell 1958, 1950, 1560, and
Muy 1961. A discussion of postwor nnd pre-
war changes fn jncgeme distribn tion iz ineluded
in the report af the Ofce of Business BEoo-
e t%ﬁ' ufmﬂmmag," q‘wf_-.“h‘ gi.umﬂ'g'

OVRTOTAOL niing neton 24,
L., 1058, peico 1'315“1}}.

Fhe family pereonod jucomw distributions
wera aonstructad primply ot the basis of doba
from tha consolidated Fadersl fndividuel io-
tomo tax returng and from epnual surveys of
Family fncome eonducted by the Berean of the
Ceisus, Ao goeoupt of the procedures usad

to davelop the eetimetes ¢an be found in the

tealnicn] note to the article on sizc distrba-
tione pablishad in kb April 19588 izaue of the
Surtey. Binco complote Interonl Revenwn
Barvisa datn wore ot pvailable for rears sub-
sagquent to 1958 ab the time the cucpent osti-

Tabla 12, —Dktribution of Consumor Uaits
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mates were mede, the distributions for 1060
ond 1861 ave proliiodoney,

The distributiona glven In tzble 3 for the
years 1929 and 1841, whish ars given in terme
of 1061 doliave, ara focluded io thin orkicle
only to permit rough comparisgn with dis-
tribntiong in seipeted prewat yerrs and mré not
1o be eonsidarad officiol axctonsions of the CBE
serles fo those years, The pronedurea whish
underlis the distrilw bions For thoee years differ
enbatantislly from thoss wsed hy OBE pod,
hence, do nobt hove the same statne as other
disteibstions Inaluded in the OBE sories, The
two prewar disidbutions are the resulia of
vorious edjuastments for oom hility made
to distributlong conatraetod alpewhors,

An nocount of some of the procedurea used
to adjust thess disteibutions can be found in
Tfipe Digtributlon af Incoms Sivas the Mid-
thirties" by Coldemith, et ol., pubkshed in
The Rovicw of Evomomics end Siatistics, Feb-
ruary 1954 and, by the same suthor, in *The
Telation ¢f Censwy Intome Distribution 3a-
tistica to Gthsr Incomoe " Studies Cn
Inrome and Wealth, Vol 23, Notional Burasu
of Econaniie Resopreh, Mow York, 1968,

Definition of tarmp

Tl definitions of familiss zod uuakiaohed
individunls are those adopted by the Boreou
of tha Cansua, LE:edmh}r Ewu l:lll:itwa o
Inpre POrzond Lo marriage, or
ndupuﬁ:, nnd residing together, TUnattached
Individunls pre peesscs nob Uving in Institu-
tigne or with relatives. The total number of

fter-Tax [neorme, 1
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[zmiites and unettached individuala ie eati-
mntod a5 of the ood of $hoe year and, togathor,
are referred t¢ as conaumer ynlta. .

Farm operofor Pamiiies ara those operatin
fprtme a5 defined by the 1954 Consus
Agricpliur:, “The nonfarm group Inelides all
multiperson unite other then farm operator
familiss,

The aonospt of family peragnal Inogme s
identical to that of personsl income in the
npticonl fncomme aoconols axcapl that some
adjustiments have been made to remove
income receitved by instiiutional residenfs,
milltary nnel ovarens and thoss nol
living with their familizs, and ingome reéained
by oonprofit inetitotions, privete Grost, pen-
alon and welfara Funde, iE nationpl ineome
avcount concepk of personal inoome Inaludpa
whga ang anluﬁoreuﬁpta (oot of sooinl insur-
anee  oconteibutions), okhar labor fncama,
proprietora’ and rensinl Invome, and transfer
peyments. These jneluds cortain nontnonay
itama auch na wages fn kind, the valos of food
and fuel produced and wonsurned oo farma,
the net imputed rental velue of owfper-
ateupied hoemes, pnd imputed intarest.

Apprappts Fedarnl individunl fncome tax
Unbility i= dofined as the totel Lliability
reported on indlviduel imecrms tax reddrng,
plua an x3tlmnte For amounds woneoversd by
subsrquent awdit, minue tha lakllicy of
miliwwy persaoomal bob  Eving  wikh  their
{nmilies, and minna liahility an ot oapltal

gning.,

and of Family Personil Income After Foderal Individual Iesnoe Tax Liability, by Lévsl of
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